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KELLOGG COMPANY 

Battle Creek, Michigan 


EXECUTIVE OFFICES 


March 19,1952 

To the Stockholders: 

On behalf of the Board of Directors, we submit herewith the annual report of Kellogg Company and its sub¬ 
sidiaries for the year ended December 31, 1951. It is a pleasure to address the old shareholders and to welcome the 
approximately 4,000 new shareholders who joined the Kellogg team as a result of the recent public offering of Kellogg 
Common Stock and, thereby, became a part of "The Greatest Name in Cereals." 

This year Kelloggs is in its forty-seventh year. Typical of American enterprise, Kellogg Company had humble 
beginnings. Mr. W. K. Kellogg started the Company in 1906 in a modest wooden building here in Battle Creek, with 
only twenty-five people on the payroll. Since then, the Company has continued to broaden its scope of operations until 
it has a world-wide reputation as the most famous brand-name in cereals. It has manufacturing plants on four conti¬ 
nents, in six different countries, and has over 6,500 people on its payroll. 

For the year 1951, consolidated net earnings amounted to $8,342,820, as compared to $10,053,256 for the pre¬ 
ceding year, a reduction of 17%. Increased taxes, and advances in raw material and other costs were the principal 
reasons for the reduction in profits. The total of all taxes paid or accrued by the Company and its subsidiaries for the 
year 1951 amounted to approximately $10,000,000, which is equivalent to about two thirds of total wages paid and is 
almost double the amount paid to stockholders as dividends. Consolidated net sales for the year 1951 increased to an 
all-time high of $133,507,314, which is approximately 26% greater than the previous year’s figure of $106,094,544. 
Tonnage sales fqr 1951 increased 12% over 1950. Regular quarterly dividends totalling $535,545 were paid during 
the year 1951 on the 3Vi% preferred stock. In addition, the holders of common stock received cash dividends aggre¬ 
gating $5,464,750, representing $1.25 per share on the new stock. 

It will be observed from the comparative balance sheet included herein that net working capital amounted to 
$18,835,185 at the end of 1951, which includes the proceeds of the term loan referred to in note (3) of the financial 
statements herewith, as compared to $15,762,437 at the end of 1950. The borrowed funds will be used to pay the pur¬ 
chase price of the San Leandro plant, to enlarge and equip that plant, to replenish working capital used for those 
purposes, and any surplus to provide additional working capital to be used for general corporate purposes. Inventories 
have been adjusted to give effect to the continued use of the "Last-in, First-out” method of valuing certain of the items 
included therein. 

Since January 1, 1946, the Company and its subsidiaries have been carrying out a post-war program of additions 
to and rehabilitation of our plants. During these last six years the Company and its subsidiaries have spent approxi¬ 
mately $24,000,000 for gross capital expenditures for land, buildings, and improvements. 

The purchase of the San Leandro, California, plant was completed early in January, 1952, and it is now being 
enlarged and equipped with machinery for the manufacture of the Company’s line of cereal products, mainly for 
distribution in the western part of the United States. This new plant will give the Company much needed additional 
facilities and effect substantial freight savings. The plant is expected to be in operation before the middle of the year 
1952. Our new plant in Mexico, at Queretaro, was completed during the year 1951 and is now in successful operation. 
The operations of our other foreign plants, in Canada, England, Australia, and South Africa, are continuing in a satisfac¬ 
tory manner, in spite of supply and cost problems, and the additional burden of increasing taxes. 

Nationwide distribution of "Kellogg’s Sugar Corn Pops" has been substantially completed and the acceptance of 
this product has been tremendously encouraging. New package designs for most of our line of ready-to-eat cereals, as 
illustrated on the front cover of this report, are in process of introduction in trade channels and already show promise 
of widening consumer interest in our products. 

The death of our beloved founder, Mr. W. K. Kellogg, on October 6, 1951, deprives us of the guidance of a great 
and inspirational leader, but the principles on which he built our Company will be continued. 

We are sending with this report a copy of the current issue of "The Kellogg News," our monthly employee house 
organ. If you would care to receive this magazine regularly, please fill in and return the self-addressed, stamped card 
you will find in the enclosed copy. A special issue of this magazine, commemorating the death of Mr. W. K. Kellogg, 
and telling much of the history and growth of the Kellogg business, will be mailed to you upon request. 

The progress of the Company has been due to the continuous perfection of our products, to consistently good 
advertising, and to aggressive merchandising. But more than anything else, it has been due to our outstanding team of 
employees, customers, and shareholders. Our Company policy and plans are always directed to making this partnership 
profitable. We direct our efforts toward maintaining a sound financial condition, toward ever-better products for our 
customers, toward good wages and working conditions for our employees, and toward a good return for our shareholders. 
I am confident that with the continued fine teamwork among all groups in all divisions of our business, together with 
the interest and confidence of shareholders, we can advance our Kellogg record of progress and achievement. 


Respectfully submitted, 


President 





KELLOGG 

AND SUBSIDIAF 

Consolidated Balance Sheet— 


CURRENT ASSETS: 

Cash. 

Accounts Receivable, less allowances for doubtful accounts. . . 

Inventories at Lower of Cost (certain materials on "last-in, first- 
out” basis) or Market — 

Raw Materials. 

Finished Products and Materials in Process. 

Manufacturing Supplies. 

Total Inventories. 

Total Current Assets. 

LAND, BUILDINGS, MACHINERY, EQUIPMENT 
AND LEASEHOLD IMPROVEMENTS, at cost. . . 
Less Depreciation and Amortization. 


DEFERRED EXPENSES: 

Advertising Materials and Expense. 

Insurance Premiums and Other Deferred Expenses . . . 

PATENTS, TRADE-MARKS AND GOODWILL . . 


1951 

$14,602,477.07 

1950 

$13,089,764.18 

$ 4,357,326.18 

$ 4,840,233.37 

$12,232,841.70 

4,525,692.62 

1,614,748.58 

$ 8,737,699.89 

2,735,305.72 

1,296,045.97 

$18,373,282.90 

$12,769,051.58 

$37,333,086.15 

$30,699,049.13 

$37,069,830.00 

15,965,776.79 

$32,317,729.71 

14,901,046.14 

$21,104,053.21 

$17,416,683.57 

$ 1,368,059.08 

725,038.34 

$ 583,733.22 

334,007.15 

$ 2,093,097.42 

$ 1.00 

$ 917,740.37 

$ 1.00 

$60,530,237.78 

$49,033,474.07 


See Notes to Finan 


















COMPANY 

Y COMPANIES 

December 31,1951 and 1950 


CURRENT LIABILITIES: 

1951 

1950 

Loans Payable . 

$ 809,480.64 

$ — 

Accounts Payable — trade. 

6,095,689.34 

4,276,423.77 

Dividend Payable . 

— 

1,092,950.00 

Miscellaneous Accounts Payable and Accrued Expenses . . 

805,433.38 

374,471.73 

Taxes Other Than Income Taxes . 

175,631.13 

74,874.04 

Estimated United States and Foreign Taxes on Income . . 

10,611,666.82 

9,117,892.54 

Total Current Liabilities . 

$18,497,901.31 

$14,936,612.08 

TERM LOAN, payable in equal annual instalments to 19.61 less 



$500,000 in current liabilities. 

$ 4,500,000.00 

$ — 

CAPITAL AND RETAINED EARNINGS: 



5 V 2 % Cumulative Preferred Stock of $100 Par Value — 
Authorized and outstanding— 153,013 shares. 

$15,301,300.00 

$15,301,300.00 

Common Stock of $.50 Par Value — 

Authorized 4,500,000 shares 

Issued 4,402,000 including shares in treasury. 

$ 2,201,000.00 

$ 2,201,000.00 

Other Capital . 

1,810,386.53 

1,810,386.53 

Retained Earnings Used in the Business . 

18,763,249-94 

15,327,775.46 


$22,774,636.47 

$19,339,161.99 

Cost of 30,200 Shares of Common Stock Held in Treasury . 

543,600.00 

543,600.00 


$22,231,036.47 

$18,795,561.99 

$60,530,237.78 

$49,033,474.07 


■ial Statements 
















KELLOGG COMPANY 

And Subsidiary Companies 

CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


Sales, Less Returns and Allowances. 

Net Credit From Translation of Foreign Currency Into 
United States Currency.. 

Interest and Miscellaneous Income. 

Cost of Products Sold and Selling and Administrative 

Expenses . 

Costs and expenses include $1,850,937 in 1951 and $1,622,182 in 
1950 for depreciation and amortization 

Estimated United States and Foreign Taxes on Income 
including $200,000 in 1950 for U. S. excess profits tax (1950 is 
after deducting $620,000 reserve for foreign taxes no longer re¬ 
quired) . 

Earnings for the Year. 

Dividends Declared — 

On common stock of $.50 par value — 

Cash — $1 a share in 1951 and $1,675 a share in 1950 . . . . 
Stock—153,013 shares of $100 par value preferred stock . . 

On 3'/2% cumulative preferred stock — $3.50 a share. 

Retained Earnings Used in the Business — at beginning of year 

Retained Earnings Used in the Business — at end of year . . 


1951 

1950 

$133,507,314.16 

$106,094,543.77 

69,340.22 

80,172.87 

177,987.71 

243,533.96 

$133,754,642.09 

$106,418,250.60 

116,561,822.13 

89,064,994.23 

$ 17,192,819.96 

$ 17,353,256.37 


8,850,000.00 

7,300,000.00 

$ 8,342,819.96 

$ 10,053,256.37 


(4,371,800.00) 

(535,545.48) 

15,327,775.46 

(7,322,765.00) 

(15,301,300.00) 

27,898,584.09 

$ 18,763,249.94 

$ 15,327,775.46 


NOTES TO FINANCIAL STATEMENTS 

(1) Assets and liabilities, except properties, of the wholly-owned subsidiary companies in Canada, England, Australia, South Africa, and 
Mexico are included in the consolidated balance sheets at the approximate rates of exchange prevailing at December 31, 1951 and 1950. Properties 
are included at the approximate exchange rates at dates of acquisition. Adjustments resulting from the translation of foreign currency amounts 
into United States currency are shown separately in the statement of income. 

(2) The 3V5% Cumulative Preferred Stock is entitled to the benefit of a purchase fund which requires the company to set apart each 
year commencing in 1956, amounts varying from $382,500 in 1956 to $375,000 after 1975. These amounts are to be used for offers to purchase 
shares of the preferred stock at prices varying from $102 a share in 1956 to $100 a share after 1975. Any amount in the purchase fund not so 
expended in any year shall revert to the corporation. In lieu of setting apart cash for any purchase fund instalment, the company may apply 
shares of preferred stock purchased or redeemed as the equivalent of cash at the maximum current price per share. Preferred shares may also be 
redeemed at prices varying from $103 in 1956 to $100 a share after 1985. So long as any of the preferred stock is outstanding, no cash dividends 
shall be declared or paid on the common stock which would reduce consolidated surplus (capital and earned) below $10,000,000. 

(3) The company borrowed $5,000,000 in December 1951 issuing therefor serial notes maturing in equal annual instalments to 1961 
with interest at 3% per annum until December 1, 1956 and 3V4% thereafter. The loan agreement provides that so long as any of the notes 
are outstanding the company will not pay or declare any cash dividends or make any other distributions on the common stock which would reduce 
consolidated surplus (capital and earned) of the company and its wholly-owned domestic subsidiaries to less than $6,000,000. The agreement also 
provides that the company and its wholly-owned domestic subsidiaries must maintain net current assets of not less than $10,000,000 and 
current assets in an amount not less than 150% of current liabilities. 

(4) In October 1951 the company entered into an agreement for the purchase of a plant in San Leandro, California. It is estimated that the 
total cost of the plant plus additions and equipment will be approximately $5,000,000. At December 31, 1951 the company and its subsidiaries 
were committed for property additions costing approximately $1,700,000. 

(5) Sales made in 1951 to certain agencies of the United States Government are subject to renegotiation. In the opinion of management, the 
profits realized on this business were not excessive and the net refund, if any, which may result from renegotiation proceedings would not be 
material in amount. 













Price Waterhouse & Co. 


RESIDENT PARTNERS 
A. J BLOODS WORTH,C P A 
A w O A ft M, C.P A . 


PKNOBSOOT BUILDING 

DETROIT SO 


March 18, 1952 

To the Board of Directors of 
Kellogg Company: 

In our opinion, the accompanying balance sheet and statement of income and retained 
earnings present fairly the consolidated financial position of Kellogg Company and its 
subsidiary companies at December 31, 1951 and the results of their operations for the 
year then ended in conformity with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. Our examination of such statements was 
made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 





COMPARATIVE RESULTS FOR LAST FIVE YEARS 
(As taken from Published Annual Reports) 


Year 

Net 

Sales 

Earnings 
Before Taxes 

Provision for 
Taxes 
on Income 

Net 

Earnings 

Cash Dividends Declared 

Common Preferred 

1947 . 

. . . $ 89,098,958 

$ 8,828,751 

$3,418,000 

$ 5,410,751 

$2,729,375 

$ — 

1948 . 

. . . 104,968,734 

16,248,064 

6,747,000 

9,501,064 

4,586,659 

— 

1949 . 

. . . 105,675,343 

19,956,174 

8,420,000 

11,536,174 

8,195,854 

— 

1950 . 

. . . 106,094,544 

17,353,256 

7,300,000 

10,053,256 

7,332,765 

— 

1951. 

. . . 133,507,314 

17,192,820 

8,850,000 

8,342,820 

4,371,800 

535,545 








Board of Directors 


W. P. Butler E. O. Orchard 

M. Concannon R. E. Pritchard 

G. A. Cross M. M. Raymer 

E. L. Harding L. C. Roll 

Dr. E. W. Morris E. T. Swan 

H. F. Muntz A. E. Udell 

R. P. Olmstead W. H. Vanderploeg 


W. H. VANDERPLOEG . President and General Manager 

L. C. Roll. Assistant to the President 

E. T. Swan. Vice-President in Charge of Sales 

W. P. Butler. Vice-President in Charge of Manufacturing 

H. F. MUNTZ . Vice-President in Charge of Export Sales 

R. P. Olmstead. Vice-President in Charge of Advertising 

R. S. Poole. Vice-President in Charge of Domestic Production 

M. M. Raymer. Vice-President in Charge of Export Production 

A. E. Udell. Vice-President in Charge of Purchasing 

E. M. Leaver. Sales Manager 

E. O. Orchard. Treasurer and Assistant Secretary 

E. J. Muss. Secretary 

S. R. SANDBERG . Assistant Treasurer 

C. M. Liberty. Assistant Treasurer 

P. D. Custer. Director of Industrial Relations 

S. B. Angood. Comptroller 

E. L. Harding. Counsel 


Concannon, Dillon and Snook. General Counsel 

Price Waterhouse & Co. Auditors 

Harris Trust and Savings Bank, Chicago, Illinois. Transfer Agent 


Continental Illinois National Bank and Trust Company of Chicago . . Registrar 


General Offices 

BATTLE CREEK, MICHIGAN 
Branch Plants 

OMAHA, NEBRASKA • LOCKPORT, ILLINOIS • SAN LEANDRO, CALIFORNIA 

Foreign Subsidiary Companies 

KELLOGG COMPANY OF CANADA, LIMITED • KELLOGG COMPANY OF 
GREAT BRITAIN, LIMITED • KELLOGG (AUSTRALIA) PROPRIETARY, 
LIMITED • KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY), 
LIMITED • KELLOGG DE MEXICO, S.A. DE C.V. 
























